PURCHASING BIVISIO!I " CHANGE IN’ VENDOR DP RECORD., Bob llarny noted that

Buton Brands, Ltd., of Chicago, had noumd the Boatd thot all: uuea
narton Brand producte would have a ch-n;e of ouppuor, cflocthc
Jamnty 1, 1984, from Barton Brands of Califomia. Inc., to the Odom
Corporation. Mr. Harvey said that the proposed change had been
reviewed by Purchasing Division, and that based on price’quotatidns
received, it was concluded that the Board's retail prices would temain
the same or lower. Mr. Hayvey also noted that the Board would be
offered special purchase allowances by Odom Corporation on items °
purchased “freight on board” at the Distribution Center. He rexom=
mended that the Board approve the change in vendor, with the condition
that Barton continue to provide price quotatious on the brands, so that
the best “FOB” point for the Board and Washington consumers might be
selected. Afrer discussion, Board Member Pedersen moved that the Board
approve the change in vendor., Chairman Hannah seconded, and the motion

carried unanimously.

W&mﬂmmmm At 10:00 a.m.
Chairman Hannah announced that at this time a public hearing would be
held concerning the adoption of WAC 314~52-114, “Advertising, Offering
for Sale, or Selling Beer, Wine pr Spirituous .uouor at Less than
Co:t--Ptohlbited--Exce’ptions. He noted that the appropria:e notices
had been Filed with the Code Revioer s Office, and mailed to various
news media and interested persons. The Chairman then asked 1f there
were any persons present who u.ished to speak concerning the topie, or.
to present any writtem material concerning it.

Paul Solomon, Assistant Attorney Ceneral, reviewed for those pres-
ent a memorandum which be had written, dated December 5, 1983; the
memorandum reviewed various alternatives to the propesed rule, which
the Board might consider.

Robert A. Seeber. counsel for the Huhington Snto Re:taornnt

Association, then addreued the Boord. Mr. Seeber nld tlut M.s asso~
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clat on favored adopting tbe proposed rule clunga, becauue it would

sy
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con:inue th baslc syuen vhich had been in place for mny yeuts. He
CEIETY AR

said that orher alternatives which havg lggen proposed were frauxhl 'dth
w — : i i

Vblems aad that fa.llute to continue the present systen would result

in price wars and chaos in the market place. Discussion followed.
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=5= ’ "' December 7, 1983

Hal Wolf of Wolf’s Shop Rite in Yelsm appeared betore :he Board.

Hr. Wolf said that he supporte /the proposed change and the controls on
pricing which it provided, He said that without these controls the
aaEtet would Wi bought by glante, driving all others out of business.
Hr. Wolf said that in the long run the comnsumer would be t)}e losger,
because prices ultimately would be raiged, after the competition was
eliminated. Mr. Wolf particularly noted thar he duagreed with the
testfmony concerning this rule change which had been offered by James
Beaulaurier, Assistant Attorney General, during the November 23, 1983,
public hearing. Re said that he believed the approach advodtad by
Mr., Beaulaurier would result in the eventual elimination of competition
in the marketplace.

Don Hargreaves of M J Foods in Everett, appeared before the Board,
representing Au?ciated Grocers, an organization of 329 independent
grocery stores throughout the State of Washington. Mr. Hargreaves
stated that his orgauizatton_/fﬁtzﬁ the passage of the proposed rule.
He commented that 1if the lar;:;ganlzatiouu vere permitted to sell
below cost, the smaller business people would not be able to compete,
because it is necessary for them to make a2 profit im order to survive,
Mr. Hargreaves said that the larger businesses are able to operate at a
loss for a while, driving the others out of business. .

Hank Sitko of the Washington Food Dealers Association advised the

Board that his organization was strongly {n favor om the proposed rule,
He commented that he agreed with the statements of the witnesses who

had just tesrified. He

s

: é,ﬁvt,_!}ﬁ&,_!s!l!’.!! to pass the proposed rule
would wreak havoc in the marketplace.
Ross Davis, owner of two wine stores, cne in Tacoma and the other

in Federsl Way, advised the Board that he would like to testify in i\ig-
—

';_)ort of the proposed rule. BRe nnted that he had recently diseussed the

s
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nattcr wlt.h several othe: tetan nerchanr.s and that. they all supported
o VRPN s v o,

the mle. becauae 1: would perpet\ur.e th: systen which haa been in

place up until this tiue Hr. Duvis said that th!s systen ls :he only
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one which 1§ fair to buslnesses of all sizgs.
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beliem that 1over costs for liiuor vou‘d definitely stluulue con=
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James M, Beaulaurier, Assistant Artorney General, Consumer. and

Business Fair Practices Division, was next to addgess the Boarxd.
Mr. Beiuhurie: said that thé falr Practices mviai;m'uu .agaiunt the
rule, as originally proposed. He furthér stated ihg: of the four
alternatives proposed earlier im the hearing by Mr. Splomon, he pre-
ferred option No. 4. He sald that contrary to “tradirional wiadom®
price coatraols such as those in the proposed rule do not serve the
interests of consumers. Mr. Beaulaurier then stated that those people
in the industry who had testified today in behalf of the proposed rule
wera asking that they be given special treatment in the competitive
arena, He said that they were seeking to have liquor protected, while
nothing else is protected, and he offered the examples of beans and
nilk as 3 comparison.

Jim Halstrom, Supervisor of the M.I.W. Divisionm, co;nlent_ed that
the proposed ruie was not intended to eliminate competition; he said

that it would, however, place a limit on competition. Mr. Halstrau

sald that the present price market for llquar producr.s was very com-
Vpetltive while allowing for some restraints on a unique, controued
product,

Chairman Hannah srated that he did not believe that the people who
had testified at this hearing in favor of the rule change were asking
for favored treatment. He said that he thought they were attempting ro
prevent thenselveg from being driven out of business.

Board Member Pedersen stated that he thought the testimony today
in favor of the proposed rule was very pérsuasive. Be commented that
Mr. Beaulaurier's comparison to the priclng of beans at.ni. ni‘i;"\.v‘:s:bnot":-
AR e e B

fair, because the two products are quite different from liquor in
§ PR, 2 e e

nature. ‘1r. Pedcrsen noted that the State of Hashvington is a liquor
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and hat. the quuor Con:zol Board nut tenenber its
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Board Member Pedersen then wmoved that the Board adopt the proposed

rule, with the minor changes reflected in option Nao. 1 of Paul
Solomon's memorandum, dared December S, 1983. Chairman Hannah

seconded, and the motion carried unanimously.
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